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Pursuant to A.A.C. R14-3-110(B), you may file  exceptions  to the  recommenda tion of
the  Adminis tra tive  Law Judge  by filing an origina l and ten (10) copies  of the  exceptions  with
the  Commission's  Docke t Control a t the  address  lis ted be low by 4:00 p.m. on or be fore :

The  e nclose d is NO T a n orde r of the  Commis s ion, but a  re comme nda tion of the
Adminis tra tive  Law Judge  to the  Commissioners . Considera tion of this  matte r has te nta tive ly
been scheduled for the  Commission's  Working Session and Open Meeting to be  he ld on:

Enclosed please  find the  recommendation of Administra tive  Law Judge  Marc E. Stem.
The  recommendation has  been filed in the  form of an Opinion and Order on:

For more  informa tion, you ma y conta ct Docke t Control a t (602) 542-3477 or the
He a ring Divis ion a t (602) 542-4250. For informa tion a bout the  Ope n Me e ting, conta ct the
Executive  Directors 's  Office  a t (602) 542-3931.
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BEFORE THE ARIZONA CORPORATION COMMISSION

MIKE GLEASON, Chairman
WILLIAM A. MUNDELL
JEFF HATCH-MILLER
KRISTIN K. MAYES
GARY PIERCE

DOCKET no. W-02109A-06-0751
DOCKET NO. W-20496A-06-0751

IN THE MATTER OF THE APPLICATION OF
SIGNAL PEAK WATER COMPANY, INC. FOR
APPROVAL OF THE SALE OF ITS ASSETS
AND TRANSFER OF ITS CERTIFICATE OF
CONVENIENCE AND NECESSITY TO
AVM-2005, L.L.C.

DECISION NO.

OPINION AND ORDER

May 22, 2007

Phoenix, Arizona

Marc E. Stern

Mr.  John Paul Jones,  Buhler  Jones,  L.L.P.  on
behalf of Signal Peak Water Company, Inc;

M r .  M i c h a e l  S i l l i ma n ,  a n d  M s .  S u s a n  E .
Klemmer ,  Ku ta k R ock,  L . L . P .  on beha lf  of
AVM-2005, L.L.c,

Mr. Robert Geadce, Vice President and General
Counsel on behalf of Intervenor, Arizona Water
Company, and

Mr. Kevin Torrey, Staff At torney, Legal
Division, on behalf of the Utilities Division of
the Arizona Corporation Commission.
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22 On Nove m b e r 30 ,  2006 ,  S ig na l P e a k W a te r C om p a ny,  Inc .  ("S P W C ") a nd  AVM-2005 ,

23 L.L.C. ("AVM") file d with the  Arizona  Corpora tion Com m is s ion ("Com m is s ion") a n a pp lica tion for

24 a p p rova l of the  s a le  of S P WC's  a s s e ts  a nd tra ns fe r of S P WC's  Ce rtifica te  of Conve nie nce  a nd

25 Ne ce s s ity ("Ce rtifica te ") to AVM.

26 O n  J a n u a ry 4 ,  2 0 0 7 ,  th e  C o m m is s io n 's  Utilit ie s  Div is io n  ("S ta ff")  is s u e d  a  le tte r  o f

27 ins uffic ie ncy which s ta te d tha t the  a pp lica tion ha d not m e t the  s uffic ie ncy re quire m e nts  of A.A.C.

28 R14-2-41l(C).

B Y THE  C O MMIS S IO N:

S:\Marc\Opinion Orders\060751 roo.doc 1



DOCKET NO. W-02109A-06-0751 ET AL

* * * * * * * * * *

On March 30, 2007, S ta ff is sued a  notice  of sufficiency which s ta ted tha t the  applica tion had

2 me t die  sufficie ncy re quire me nts  of A.A.C. R14-2-411(C)

On Ma rch 30, 2007, Arizona  Wa te r Compa ny ("AWC") file d a  re que s t to inte rve ne  in the

4 proce e ding. The re  we re  no obje ctions  to AWC's  re que s t

5 On April 3, 2007, by Procedura l Order, a  hearing was  scheduled for May 24, 1007

6 On April 10, 2007, S ta ff re que s te d tha t the  proce e ding be  re s che dule d due  to s che duling

7  co n flic ts .

8 On April 13, 2007, by Procedura l Orde r, the  Commiss ion re scheduled the  proceeding to May

9 22, 2007, and granted AWC inte rvention.

10 On April 20, 2007, pursua nt to the  te rms  of the  Re vise d P roce dura l Orde r, S P WC provide d

l l public notice  of the  proceeding.

12 On May 4, 2007, S ta ff filed its  S ta ff Report recommending approva l of the  applica tion.

13 On May 22, 2007, a  full public hea ring was  convened be fore  a  duly authorized Adminis tra tive

14 La w J udge  of the  Commis s ion a t its  office s  in P hoe nix, Arizona . S P WC, AVM, AWC, a nd S ta ff

15 a ppe a re d with couns e l. At the  conclus ion of the  he a ring, the  ma tte r wa s  ta ke n unde r a dvis e me nt

16 pending submission of a  Recommended Opinion and Order to the  Commission.

17

18 Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

19 Commiss ion finds , concludes , and orde red dirt:

20

21 1. Pursuant to the  authority granted by the  Commiss ion in Decis ion No. 40704 (June  22,

22 1970) S P WC provide s  public wa te r utility s e rvice  to a pproxima te ly 35 re s ide ntia l cus tome rs  with

23 5/8" x 3/4" me te rs  in a n a re a  a pproxima te ly five  mile s  northe a s t of Ca s a  Gra nde , P ina l County,

24 Arizona .

25 2. On Nove mbe r 30, 2006, S P WC a nd AVM file d with the  Commis s ion a n a pplica tion

26 reques ting the  Commiss ion's  approva l for the  sa le  of SPWC's  a sse ts  and trans fe r of its  Ce rtifica te  to

27 AVM which is  pa ying $300,000 for the  a s se ts  of the  utility.

28 3. S P WC is  a n Arizona  corpora tion in good s ta nding with the  Commiss ion. It is  owne d

FINDING S  O F FACT

2 DE CIS IO N n o .



DOCKET NO. W-02109A-06-0751 ET AL

1

2

4

5

by Mr. Dougla s  Adcox, a  re a l e s ta te  de ve lope r a nd home builde r who built s ome  of the  home s  in

SPWC's  se rvice  a rea , and a lso worked as  the  utility's  ce rtified opera tor

SPWC is  cla ss ified a s  consecutive  wa te r sys tem because  SPWC lacks  its  own wa te r

production fa cilitie s  a nd s upplie s  its  cus tome rs  with wa te r purcha s e d from AWC's  Ca s a  Gra nde

sys tem, a  ne ighboring wa te r utility, unde r the  te rms  of AWC's  Tempora ry Se rvice  ta riff.

AWC provide s  wa te r to  S P WC by me a ns  o f a  two-inch  ma s te r me te r which  is

conne cte d to S P WC's  dis tribution sys te m. The  dis tribution sys te m cons is ts  of a pproxima te ly 3,000

fee t of s ix inch ma in

6 SPWC's  35 customers  a re  a ll loca ted on one  s tree t and a re  part of what was pla tted as

10 a  36 lot subdivis ion

l l 7 As  re quire d by the  Commiss ion's  P roce dura l Orde r, S P WC provide d public notice  of

12 the  hea ring on die  sa le  of a sse ts  and transfe r of its  Ce rtifica te  to AVM

13 8 Any obliga tions  due  for re funds  and/or depos its  from SPWC's  exis ting cus tomers  will

14 be  a s s ume d by AVM

15 9 AVM will cha rge  the  ra te s  a nd cha rge s  pre vious ly a uthorize d  for S P WC by the

16 Commiss ion in Decis ion No. 56670 (October 25, 1989)

17 10. According to Mr. Adcox, a  P ina l county fra nchise  wa s  is sue d to SPWC to ope ra te  its

18 sys te m in county right of wa ys  by the  P ina l County Boa rd of S upe rvisors . Upon the  Commiss ion's

19 approva l of the  sa le  of SPWC's  a sse ts  to AVM, AVM will apply for a  franchise  from Pena l County to

20 ope ra te  in county roa dwa ys  a lso

21 l l . SPWC is  curre nt on Commiss ion filings  a nd is  curre nt on the  pa yme nt of its  prope rty

2 2  ta xe s

7

8

AVM, a  limite d lia bility compa ny, is  owne d a nd controlle d by AREAD Holdings , Inc

24 whos e  pre s ide nt a nd CEO, Mr. Na ri ra n Afkha mi, te s tifie d tha t his  corpora tion is  in the  proce s s  of

25 de ve loping a pproxima te ly 1,000 a cre s , pa rt of which is  in S P WC's  ce rtifica te d s e rvice  a nd the

26 re ma inde r of which is  in AWC's  a dja ce nt ce rtifica te d se rvice  a re a . He  e s tima te d dirt a pproxima te ly

27

12.

Mr. Adcox testified that at one point he had a well drilled, but the welTs water quality was extremely poor and it was
capped and abandoned

DECIS ION NO
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1 1,500 re s ide nce s  will be  built in S P WC's  s e rvice  a re a  a nd the  re ma inde r, a pproxima te ly 1,200

2 re s ide nce s , will be  built in AWC's  s e rvice  a re a .

3 13. According to Mr. Atkha mi, he  will s e cure  more  wa te r from AWC to s e rve  wha t will

4 be  AVM's  s e rvice  a re a , but he  ultima te ly pla ns  to ne gotia te  with AWC to s e ll a nd tra ns fe r wha t will

5 be  AVM's  utility s ys te m to AWC.2

6 14. With re spect to a rsenic content in the  wa te r provided to SPWC, AWC is  deve loping a

7 plan to reduce  the  a rsenic content we ll be low the  maximum a llowable  amount of 10 pa rts  pe r billion

8 ("ppb") to me e t the  Arizona  De pa rtme nt of Environme nta l Qua lity's  ("ADEQ's ") s ta nda rds , a nd

9 towa rds  this  e nd the  Commis s ion ha s  pre vious ly a pprove d a n a ccounting orde r for AWC's  Ca s a

10 Grande system to recover arsenic treatment costs.

l l 15. Be s ide s  be ing a  de ve lope r, Mr. Afldia mi ha s  s tudie d civil e ngine e ring a nd ha d a n

12 owne rs hip inte re s t in the  Willow Va lle y Wa te r Compa ny in Moha ve  County from 1990 to 1998.

13 AREAD's  s e n io r vice  p re s ide n t,  La wre nce  Tys ia c ,  is  a  lice ns e d  c ivil e ng ine e r who  will be

14 re s pons ible  for a ll complia nce  a nd ope ra tiona l is s ue s  for AVM. He  ha s  pre vious ly worke d a s  a n

15 e ngine e r for the  citie s  of P a rke r, El Mira ge , Bucke ye  a nd Tolle s on a nd wa s  re s pons ible  for wa te r

16 ope ra tions . Additiona lly, AVM ha s  a ls o hire d a  ce rtifie d ope ra tor to be  re s pons ible  for the  utility's

17 wa te r te s ting a nd da ily ope ra tions .

18 16. In the  e ve nt tha t a de qua te  wa te r ca nnot be  provide d by AWC a s  de ve lopme nt ta ke s

19 pla ce , AVM's  ma na ge me nt is  pre pa re d to  e xpa nd its  s ys te m by drilling we lls  a nd cons tructing

20 storage  and dis tribution facilitie s  to se rve  its  ce rtifica ted a rea .

21 17. According to the  S ta ff Re port, a lthough AWC is  providing wa te r to  S P WC which

22 meets  ADEQ requirements  and meets  the  s tandards  of the  Safe  Drinking Water Act, on December 21 ,

23 2006, ADEQ issued a  Drinking Wate r Compliance  S ta tus  Report ("S ta tus  Report") which s ta ted tha t

24 SPWC had ma jor de ficiencies  in monitoring and reporting. The  S ta tus  Report s ta ted tha t SPWC had

25 no ma jor de ficie ncie s  in ope ra tions  a nd ma inte na nce . S P WC ha d fa ile d to pre pa re  its  coliform

26 a na lys is  for Octobe r 2006 a nd did not a ccomplis h re quire d a nnua l le a d a nd coppe r monitoring for

27

28
2 Mr. Adcox tes tified tha t he had previous ly spoken with an AWC officia l concerning the sa le of SPWC to AWC, but they
had not come to terms on an agreement.

4 DECIS ION no.
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1 2004, 2005 a nd 2006. Due  to the s e  monitoring de ficie ncie s , ADEQ wa s  una ble  to de te rmine  if

2 S P WC's  s ys te m is  de live ring wa te r to its  cus tome rs  which me e ts  the  re quire me nts  of the  S a fe

3 Drinking Wa te r Act. In orde r to re a ch "complia nce " s ta tus , S P WC/AVM will ha ve  to de mons tra te

4 monitoring complia nce  for a  pe riod of 12 months .

5 18. At the  he a ring, a  copy of a n ADEQ S ta tus  Re port for S P WC da te d Ma y 14, 2007,

6 s howe d tha t S P WC ha d no monitoring a nd re porting de ficie ncie s . Additiona lly, copie s  of ADEQ

7 microbiologica l re ports  for Ma rch a nd April 2007 s howe d tha t no coliform ma tte r wa s  pre s e nt in

8 SPWC's water when tested.

9 19. Although S P WC ha s  not pre vious ly file d a  Curta ilme nt Ta riff, AVM indica te d its

10 willingne s s  to file  a  Curta ilme nt Ta riff for Commis s ion a pprova l.

l l 20. S ta ff is  re comme nding the  a pprova l of the  a pplica tion he re in subje ct to the  following

12  conditions :

13

14

15

16

•

•

Contro l,

17

18

19

2 0

2 1

22

23

2 4

25

26

27

28

•

21.

tha t AVM continue  to charge  the  authorized ra tes  and charges  of SPWC,

th a t AVM file ,  with in  9 0  d a ys  o f th e  e ffe c tive  d a te  o f th is  De c is io n ,  with  th e

Commis s ion's  Docke t Control, a s  a  complia nce  ite m in this  docke t, copie s  of the

documenta tion which transfe rs  ownership of SPWC's  a sse ts  to AVM,

tha t AVM file ,  with in  180  da ys  o f the  e ffe c tive  da te  o f th is  De c is ion , with  the

Commiss ion's  Docke t Control, a s  a  compliance  item in this  docke t, a  franchise  is sued

by the  P ina l County Boa rd of Supe rvisors  for AVM's  ce rtifica ted se rvice  a rea ,

tha t AVM file , for the  12 months  from the  e ffe ctive  da te  of this  De cis ion, with the

Commis s ion 's  Docke t a s  a  c o m p lia n c e  ite m  in  th is  d o c ke t,  ADE Q

docume nta tion which e s ta blis he s  tha t AVlVl's  wa te r is  be ing monitore d a nd te s te d

monthly for tota l coliform a na lys is  a nd e s ta blishe s  tha t AVM is  providing wa te r which

mee ts  the  requirements  of the  Safe  Drinking wate r Act, and

th a t AVM file ,  with in  4 5  d a ys  o f th e  e ffe c tive  d a te  o f th is  De c is io n ,  with  th e

Commis s ion's  Docke t Control, a s  a  complia nce  ite m in this  docke t, a  Curta ilme nt

Ta riff which gene ra lly conforms  to tha t found on the  Commiss ion's  webs ite .

S ta ff iiurthe r re comme nds  tha t the  Commiss ion's  De cis ion a pproving the  tra ns fe r of

5 DECIS ION no.
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1 Ce rtifica te  a nd a s se ts  to AVM, be  cons ide re d null a nd void, a fte r due  proce s s , should AVM fa il to

mee t the  second. third. fourth, and fifth conditions  lis ted above

22. Under the  circumstances, we  be lieve  tha t the  applica tion should be  approved subject to

4 Staff' s  recommendations here in

5 23. Because  an a llowance  for the  prope rty tax expenses  of the  utility company is  included

6 in its  ra te s  a nd will be  colle cte d from its  cus tome rs , the  Commis s ion s e e ks  a s s ura nce s  from the

7 compa ny tha t a ny ta xe s  colle cte d from ra te pa ye rs  ha ve  be e n re mitte d to the  a ppropria te  ta xing

8 a uthority. It ha s  come  to the  Commiss ion's  a tte ntion tha t a  numbe r of utility compa nie s  ha ve  be e n

9 unwilling or una ble  to fulfill the ir obliga tion to pa y the  ta xe s  tha t we re  colle cte d from ra te pa ye rs

10 some  for a s  ma ny a s  twe nty ye a rs . It is  re a sona ble , the re fore , tha t a s  a  pre ve ntive  me a sure , AVM

l l should a nnua lly tile , a s  pa rt of its  a nnua l re port, a n a ffida vit with the  Utilitie s  Divis ion a tte s ting tha t

12 the  company is  current in paying its  prope rty taxes  in Arizona

2

Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

15 Commiss ion finds_ concludes . and orders  that

16

13

14

CO NCLUS IO NS  O F LAW

1 8

1 9

2 0

2 1

2 2

2 3

2 4

2 5

2 6

2 7

2 8

S P WC is  a  pub lic  s e rvice  co rpora tion  with in  the  me a n ing  o f Artic le  XV of the

2 The  Commis s ion  ha s  ju ris d ic tion  ove r S P WC a nd  of the  s ub je ct ma tte r o f the

a pplica tion

3 The re  is  continuing ne e d for the  provis ion of wa te r utility s e rvice  to the  public in the

SPWC's  ce rtifica ted se rvice  a rea

4 AVM is  a  tit and proper entity to rece ive  the  asse ts  and Certifica te  of SPWC

Notice  of the  S P WC's  a pplica tion a s  de s cribe d he re in  wa s  give n in  the  ma nne r

prescribed by law

6 The  conditions  a s  s e t forth in Findings  of Fa ct Nos . 20 a nd 21 a re  re a s ona ble  a nd

should be adopted

DECISION NO
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IN WITNESS WHEREOF, 1, BRIAN c. McNEIL, Executive
Director of the Arizona Corporat ion Commission, have
hereunto set  my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2007.

BRIAN c. McNEIL
EXECUTIVE DIRECTOR

DIS S E NT

DIS S E NT
MESIdb
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S IGNAL P EAK WATER COMP ANY, INC

W-02109A-06-0751 and W-20496A-06-0751

Micha e l S illyma n
Susan E. Klemmer
KUTAK ROCK, LLP
8601 North Scottsda le  Road
Suite  300
Scottsdale , AZ 85253-2742
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